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Senate Appropriations Room 109

AGENDA

- Call to Order

- Approval of Minutes of June 28, 2001.

- DIRECTOR'S REPORT (if necessary)

1. ARIZONA DEPARTMENT OF ADMINISTRATION -
A. Review of Lease-to-Own Transaction for Capitol Mall Office Building.
B. Consider Approval of Refinancing of 1991 and 1992 Certificates of Participation (COPs).

2. DEPARTMENT OF HEALTH SERVICES/ARIZONA DEPARTMENT OF ADMINISTRATION -
A. Report on the Arizona State Hospital Construction Program.
B. Review of Expenditure Plan for Cholla Hall Renovation and Preliminary Expenditures for the

Forensic Facility Components of the Arizona State Hospital Construction Project.
C. Advice on Plan to Finance Preliminary Activities for New State Health Laboratory Building.

3. ARIZONA DEPARTMENT OF TRANSPORTATION -
A. Review of FY 2002 Building Renewal Allocation Plan.
B. Consider Adoption of Additional Performance Measures for the FY 2002 Construction Budget

Operating Expenditure Plan and Report on Arizona 5-Year Transportation Facilities Construction
Program.

4. GAME AND FISH DEPARTMENT - Review of Scope, Purpose, and Estimated Cost of Expansion
and Renovation of Game and Fish Headquarters.
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5. ARIZONA STATE PARKS -
A. Consider Approval of FY 2001 Enhancement Fund Monies for Continued Development of Dead

Horse Ranch State Park.
B. Report on Kartchner Caverns State Park.

6. ARIZONA BOARD OF REGENTS/ARIZONA STATE UNIVERSITY -
A. Report on Analysis of Cost Effectiveness of Certificates of Participation versus Bond Financing.
B. Report on Lease-Purchase Projects.

The Chairman reserves the right to set the order of the agenda.
8/23/01

People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical accessibility.
Requests for accommodations must be made with 72 hours prior notice.  If you require accommodations, please contact the JLBC Office
at (602) 542-5491.
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MINUTES OF THE MEETING
JOINT COMMITTEE ON CAPITAL REVIEW

Thursday, June 28, 2001
The Chairman called the meeting to order at 10:05 a.m. Thursday, June 28, 2001 in Senate Appropriations Room
109 and attendance was noted.

Members: Senator Solomon, Chairman Representative Knaperek, Vice Chairman
Senator Brown Representative Allen
Senator Bowers Representative Gray
Senator Hamilton Representative Lopez

Representative Weason

Absent: Senator Cirillo Representative Cheuvront
Senator Guenther Representative Pearce
Senator Mitchell

Staff: Richard Stavneak Jan Belisle, Secretary
Lorenzo Martinez Gina Guarascio
Bob Hull Beth Kohler
Brad Regens Stefan Shepherd
Kim Hohman Tony Vidale

Others: Debbie Johnston, Senate Mary Peters, ADOT
Bruce Ringwald, ADOA Bob Harris, ADOT
John Sempert, ADOA Tim Brand, ADOA
Steve Miller, ASU Diane Minton, ADOT
Jim Hillyard, DJC Charles Bitner, ADOT
Reed Spangler, Senate Greg Gemson, House
Debbie Johnston, Senate GladysAnn Wells, ASLAPR
Cherie Randall, DOC Mike Smarik, DOC
Michael Goetz, DOC

Senator Solomon moved the Committee approve the minutes of April 24, 2001 as presented.  The motion carried.

ARIZONA DEPARTMENT OF TRANSPORTATION (ADOT) - Review of FY 2002 Construction Budget
Operating Expenditure Plan.

Bob Hull, JLBC Staff presented the Arizona Department of Transportation FY 2002 Construction Budget Operating
Expenditure Plan.  The largest part of the plan is $99,471,800 for Professional and Outside consulting services.  Last
year, JLBC Staff worked with ADOT to better understand these costs.  The first five Performance Measures (PM)
also recommended for adoption deal with design work and the next five PMs deal with field administration of
construction projects.  In FY 2002, $80,800,000 or 54% of the total estimated budget is for design, including

(Continued)



- 2 -

$79,000,000 for consultants and $1,800,000 for Personal Services for ADOT staff.  Field administration accounts
for $38,300,000 or 25% of the total estimated budget, including $20,500,000 for consultants and $17,800,000 for
Personal Services for ADOT staff.  The JLBC Staff recommends a favorable review of the request and also
recommends the Committee adopt the performance measures, with the requirement that ADOT report back to the
Committee on the PMs next year when the budget plan is submitted for review.

In reply to Representative Knaperek, Mr. Hull stated that the PMs were selected specifically for the construction
operating budget to deal with design and building of facilities.  There are other PMs in ADOT’s operating budget,
including one for customer satisfaction.

Representative Knaperek expressed concern over the highways being built and people having to wait in lines for
service.  She indicated the freeways and people services should be connected.

In answer to Representative Weason, Mr. Hull stated that we have consulting cost data for 3 years (2 of which are
estimates).  Mr. Hull stated that he had compared Arizona’s PMs with other states, but did not specifically compare
their outside consultant services.

Richard Stavneak stated that customer satisfaction is a valid issue that should be explored and that needs to be
addressed in the PMs.  The consulting services reporting is an on-going issue given the large amounts dedicated to
these services.

In answer to Chairman Solomon, Mr. Hull stated that the 5-year highway construction program is a flexible
document that the State Transportation Board adopts around June of each year.  After it is adopted, various projects
may be moved up or may be moved back time-wise throughout the year as various changes occur.  No major
projects have been delayed or dropped in the 5-year highway construction program, which was adopted by the State
Transportation Board on June 15, 2001.

In response to Representative Gray, Mr. Hull stated that he had received some revised schedules whereas the
Committee handout contains ADOT’s original submission.

Mary Peters, Director of ADOT, said that ADOT has some quality-related PMs in response to Representative
Knaperek and offered to provide these PMs to the Committee.  There are constraints and factors related to highway
construction timelines such as the amount of time it takes to get through the various environmental clearances and
engineering studies.  ADOT will provide a copy of the PMs monitored on a monthly basis.  ADOT will work with
JLBC Staff to recommend additional PMs.  ADOT has been working with the Maricopa Association of
Governments, the Pima Association of Governments and throughout the state to prioritize projects based on
significant public input.  The program and the workload for the 5-year plan have been evaluated for the near and
long term.

Ms. Peters mentioned that the Highway User Revenue Fund bonding cap was raised from $800 million to $1 billion.
A plan was recommended to the State Transportation Board, and the board adopted it June 15th.  Some of the
additional bonding authority was used to keep the program unchanged.  The potential project accelerations from the
Highway Expansion and Extension Loan Program (HELP) Fund were not affected, and it is important to leave in
place a mechanism that has been established for local government and others to bring projects forward.  The higher
funding for the Department of Public Safety as we add more highway miles is needed.  There are concerns regarding
vehicle licenses taxes, which is an area that needs to be watched closely.  Some of the bonding authority has been
reserved for contingency issues.

Senator Bowers asked why we are using bonding authority for fuel usage.  Ms. Peters stated that bonding authority
is not being used to purchase fuel,  we are bonding against future revenues based on fuel taxes.  Bonding has to be
paid back and the plan is to spread payment over a reasonable time.  The full $4 billion of the 5-year highway
construction program is not hard cash money.  It includes a healthy component of debt.  State Route 85 is an
improvement project, and is currently in a number of different construction segments.  Short term passing lanes have
been constructed for safety improvement, as well as the Department of Public Safety increasing their enforcement
detail.  They would like to construct a whole corridor between I-10 and I-8.  Environmental clearances have not
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been received.  State Route 60 is undergoing an extensive environmental study.  There are improvements and
additional passing lanes have been added to the Florence Junction section.  The Gold Canyon bypass area is a
separate area study.

Senator Bowers complimented the department for the excellent improvements on State Route 87, and asked if the
plan was to do the same on State Route 60 in the future.  Ms. Peters stated that with the environmental studies and
the funding issues, a 4-lane road is a decade away.

Chairman Solomon also complimented the department for excellent work in all areas.

Representative Knaperek moved that the Committee give a favorable review to the FY 2002 Construction Budget
Operating Expenditure Plan and further moved the adoption of the Performance Measures presented with the
understanding that Arizona Department of Transportation submit quality-related Performance Measures for further
review.  The motion carried.

Consider Approval of Transfer of Monies and Review of Scope, Purpose, and Estimated Cost of Cottonwood
Motor Vehicle Division Service Center Project.

Bob Hull, JLBC Staff presented the scope, purpose, and estimated cost of the Cottonwood Motor Vehicle Division
Service Center Project.  The department requests that the Committee approve the transfer of $64,700 from a
FY 2000 appropriation of $800,000 from the State Highway Fund to purchase the land and design the Cottonwood
Service Center to the $1,000,000 FY 2001 appropriation for Service Center construction.  The $64,700 represents
the balance from the appropriation for land purchase and design.

Senator Hamilton moved that the Committee give a favorable review to the scope, purpose, and estimated cost of the
Cottonwood Service Center and approve the transfer of $64,700 from the land purchase and building design
appropriation to the $1,000,000 appropriation for the construction and design of the Cottonwood Service Center
Motor Vehicle Division Service Center.  The motion carried.

Consider Approval of Transfer of Monies and Review of Scope, Purpose, and Estimated Cost of Glendale
Motor Vehicle Division Service Center Project.

Bob Hull, JLBC Staff presented the scope, purpose, and estimated cost of Glendale Motor Vehicle Division Service
Center Project.  It is recommended that the Committee approve the transfer of the $33,900 remaining balance from
the land purchase and building design appropriation in FY 2000 to the $2,100,000 Service Center construction
appropriation in FY 2001 and give a favorable review to the Glendale MVD Service Center construction project.

Senator Hamilton moved that the Committee approve the transfer of $33,900 from the land purchase and design
appropriation to the $2,100,000 appropriation for the construction of the Glendale Service Center and give a
favorable review to the scope, purpose and estimated cost of the project.  The motion carried.

ARIZONA DEPARTMENT OF TRANSPORTATION/DEPARTMENT OF PUBLIC SAFETY – Review of
Scope, Purpose, and Estimated Cost of Regional Transportation Center at Pioneer Park in Prescott.

Bob Hull, JLBC Staff presented the scope, purpose and estimated cost of Regional Transportation Center at Pioneer
Park in Prescott.  The Committee reviewed the project at their August 2000 meeting.  At that time, the project was to
be bid as a joint ADOT/DPS project.  However, problems developed and the project now has been bid as separate
ADOT and DPS projects.  Each project is consistent with the scope of legislative intent and the appropriations.  The
JLBC Staff recommends a favorable review.

Senator Hamilton moved that the Committee give a favorable review to the scope, purpose and estimated cost of the
Regional Transportation Center at Pioneer Park in Prescott.  The motion carried.
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ARIZONA DEPARTMENT OF ADMINISTRATION – Review of FY 2002 Building Renewal Allocation
Plan.

Lorenzo Martinez, JLBC Staff presented the FY 2002 Building Renewal Allocation Plan.  There were three separate
appropriations for building renewal.  One appropriation came from the Department of Corrections which funds
100% of the building renewal formula for Department of Corrections and Department Juvenile Corrections.  The
second appropriation came from the Miners’ Hospital Fund which funds 100% of the building renewal formula for
the Arizona Pioneers’ Home.  The third appropriation came from the Capital Outlay Stabilization Fund and
represents 27% of the building renewal formula for the ADOA building system.  The Capital Outlay Bill also
included $2.9 million from the General Fund for building renewal, however, those appropriations were vetoed.  In
addition, the “trigger bill” contains triggered appropriations for ADOA building renewal of over $3 million each
year.

In response to Chairman Solomon, Mr. Martinez stated that the Building Renewal Plan has 53 projects.  All the
projects are consistent with building renewal guidelines and the intent of the appropriation.

Senator Hamilton moved that the Committee give a favorable review to the Arizona Department of Administration
FY 2002 Building Renewal Allocation Plan.  The Committee further moved that funding for any new projects,
reallocations between projects, and allocations from reserve amounts be reported to JLBC Staff prior to
expenditure.  The motion carried.

Review of Expenditure Plan for Arizona Department of Corrections Safety Improvements.

Brad Regens, JLBC Staff presented the expenditure plan for Arizona Department of Corrections (ADC) safety
improvements.  Laws 2001, Chapter 237 appropriated $1,379,400 in FY 2002 from the Corrections Fund to ADOA
for safety improvements.  The appropriation funds the modification of fencing around ADC administration buildings
to correct a design flaw and eliminate a security weakness.  In addition, Chapter 237 required ADOA to submit an
expenditure plan to the Committee for review prior to the expenditures.  The department intends to use up to
$100,000 for a design assessment.

In response to Representative Weason, Mr. Regens stated that he was not aware of any past comprehensive study on
lock replacement.  The problems with locks have been resolved on an individual basis.  When the new complexes
are being built the contractors check for the latest designs and what potential flaws have been experienced in the
past.  The RFP for the lock assessment, which has a separate $20.4 million appropriation has been issued and bids
will be accepted up thru July 12th.  The appropriation was based on what the department had done as part of the
renewal and their various needs.  They have examined some of the facilities internally and given their experience
with handling locks and problems and past experiences addressing locks issues this is the best guess estimate at this
point and time.

The fencing needs are consistent with other projects.  Allowing them to utilize up to $100,000 is not a requirement
and it represents approximately 7% of the total appropriation.

In reply to Representative Weason, Michael Smarik, Assistant Director, Department of Corrections stated  the
escape occurred out of a Level 4 facility in Winslow and the inmate got to the top of the roof of the administration
building and dropped from there into an unsecured area.  The escape occurred approximately 3-4 years ago.

Senator Hamilton moved that the Committee give a favorable review to the expenditure of up to $100,000 from the
safety improvements appropriation for a design assessment and cost report to correct fencing flaws around prison
administration buildings.  The Arizona Department of Administration is to submit for Committee review an
expenditure plan detailing projects to be initiated and their estimated costs after completion of the safety
improvement assessment.  The motion carried.
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ARIZONA BOARD OF REGENTS/ARIZONA STATE UNIVERSITY-EAST/ARIZONA STATE
UNIVERSITY-WEST – Review of Education 2000 Lease-Purchase Projects.

Lorenzo Martinez, JLBC Staff presented the issuance of Certificates of Participation (COPs) to finance projects on
the ASU-East and ASU-West campuses.  Proposition 301, “Education 2000”, appropriated in FY 2002 $2.5 million

for ASU-East and $1.1 million for ASU-West for the lease-purchase financing of expanding the campuses.  Before
the COPs can be issued they require JCCR review.  There will be 3 projects for ASU-East, which involves primarily
building renovation and infrastructure improvements, and there will also be a flightline facility constructed.  ASU-
West will have an additional classroom built and central plan expansion.  The funding is from the portion that the
Technology and Research Initiative Fund receives.  The legislation also had intent language that future requirements
for this lease-purchase financing also come from that fund.  Appropriations beyond FY 2002 have not been made.
The JLBC recommends a favorable review of the projects and also recommends that ASU-East report back to the
Committee on the ASU projects when more information is available as to the operating impacts of the project.

Representative Gray asked if bidding had been issued on the project.  Mr. Martinez said that they are waiting for
Committee review before they can issue the COPs and then bid the projects.

In reply to Representative Gray, Mr. Martinez stated that the intent for the flightline facility is to provide additional
student capacity for some of the flight related programs that are offered on the campus, but specifically who will be
using the hanger besides students and faculty he deferred to ASU.

In reply to Representative Gray, Sheila Ainlay, Director, Planning and Budgeting, ASU-East mentioned that the
flightline facility supports an existing program that makes do without direct access to the flight line.  The flight
training will be contracted out.  Airplanes are not owned and the new contract has been awarded to Mesa Air.  The
students for the flight training component are using contract airplanes.  It is ASU-East students and faculty that will
be using the facility.  Mesa Air provides the flight training for the students which is a requirement of the program
and students pay the contractor directly for the flight instruction.  In addition to the airplane hangar of the facility,
there will be additional instructional spaces and faculty offices incorporated into the building.  The bids have not
gone out on the facility.

Representative Gray mentioned that information was already out to bidders.

In response to Representative Gray, Mr. Martinez stated that Proposition 301 is structured to establish the
Technology and Research Initiative Fund (TRI) and that fund was to receive 12% of monies from the new education
sales tax after payments of School Facilities revenue bonds.  Twelve percent of those remaining monies is estimated
to be about $39 million in FY 2002 and $54 million in FY 2003.  Proposition 301 also made two direct
appropriations from the TRI Fund to ASU-East $2.5 million in FY 2002 and $1.1 million in FY 2002 for ASU-
West.  Those appropriations were made to pay for the cost associated with lease-purchase financing of expanding
those campuses.  Those appropriations were made to pay the debt service on issuing COPs.  The COP issuances will
be $27.5 million for ASU-East and $24.5 million for ASU-West.

In answer to Representative Gray, Steve Miller, Associate VP of Institution Advancement, ASU, said that he will
look into to the matter of the bidding and will get back to her.

Representative Knaperek moved that the Committee give a favorable review to the issuance of Certificates of
Participation to finance renovation and expansion projects at the ASU-East and ASU-West campuses.  The
Committee also requests information be submitted when completed in August on:

- On-going ASU-East project assessment including the operating impacts of each project and
- A list of specific ASU-East infrastructure projects along with component cost estimates.

The motion  carried.
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ARIZONA BOARD OF REGENTS/ARIZONA STATE UNIVERSITY – Review of Revised Multi-Year
Bonding Plan for Arizona State University.

Lorenzo Martinez, JBLC Staff presented the revisions to the Multi-Year Bonding plan for Arizona State University.
ASU currently has $100,000,000 in bonding authority allocated and the requirement of the authorization legislation
requires that they submit a multi-year bonding plan.  The legislation also requires that each project in the plan be
approved by JCCR before any bonds can be issued.  The Committee last reviewed the ASU bonding plan in May of
2000.  The Social Sciences building on campus has structural deficiencies and that building will need to be vacated
and demolished within the next 2 or 3 years.  As a result, ASU is expanding the scope of one of the projects of the
multi-year bonding plan, the Mediated Classroom Building.  In order to accommodate the additional costs of
expanding the building, they reduced or eliminated funding in four of the other projects within the multi-year
bonding plan.  The plan is to make up the loss of funding for those projects by issuing COPs to finance the projects.

In response to Representative Knaperek, Steve Miller stated the scope of the project has changed and they have to
accommodate space issue as a result of the Social Sciences Building problem.  The main campus review of the
COPs will be on a future meeting agenda.

Typically when the Board of Regents authorizes the issuance of COPs for projects for universities, there is no
requirement that requires any legislative review or approval of those issuances.  However, the universities have
agreed to submit those projects to the Committee as informational items.

In response to Representative Knaperek, Mr. Martinez said the universities can decide to finance any project with
COPs without having any type of legislative input.  The only input the legislature has at this point is related to
bonding authority.  Any COP project does receive Board of Regents review, there is no limit aside from outside
constraints related to bond rating, etc.  Under the ADOA statute, the Committee must approve any COP issuances.
When lease-purchase mechanism financing was developed, it was essentially developed for ADOA use.  At the
same time ADOT statutes were updated, but the universities statutes were never updated to do the same thing.

Steve Miller also mentioned that the COPs are brought before the Committee as an information item.
Mr. Miller complimented the JLBC Staff for the work on this complicated issue.

Richard Stavneak, Director, JLBC mentioned that the Social Science Building repair lends itself to bonding just
because of the magnitude of the project.  The secondary question is can or do they need to do the other items with
COPs, which is not an item staff had focused on.

In response to Senator Bowers, Mr. Stavneak stated the amount for equipment for the building was approximately
$3.2 million and that is the amount when the project was reviewed the first time.  Given the useful life of the
equipment bond finances should not be used.  That issue will be raised when that specific project has to be reviewed.
As of right now, it is the broad plan and not the individual bond or project issuances that is being reviewed.

Senator Bowers asked that a motion be made to pull the short-term life span equipment and/or associated items from
the COP umbrella.  He also mentioned that a way has to be found to fund short term projects.

Mr. Martinez said ASU is working on a plan to structure the repayment of the financing so that the equipment
component is paid off first.

Representative Knaperek asked if it would be more prudent to increase the revenue bonding limit as opposed to
using COPs.

In answer to Representative Gray, Mr. Martinez stated there are 2 projects that add capacity for student housing and
essentially the repayment will come from Residential Life revenue.  The Residential Life Program is suppose to be
self supporting, meaning the revenues the program generates are supposed to pay for any operating or capital costs
associated with maintaining that program.

Representative Knaperek moved that the Committee give a favorable review to the revised ASU multi-year bonding
plan for ASU and also expressed interest in receiving an analysis of the cost effectiveness of COP versus bond
financing.  The motion carried.
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ARIZONA DEPARTMENT OF ADMINISTRATION/ARIZONA STATE LIBRARY, ARCHIVES AND
PUBLIC RECORDS – Advice on Plan to Finance Preliminary Activities for New State Archives Building.

Beth Kohler, JLBC Staff presented the plan to finance preliminary activities for the new state archives building.
The Arizona Department of Administration and the Arizona State Library, Archives, and Public Records (ASLAPR)
request the Committee review the use of ASLAPR operating funds to fund preliminary activities for the new state
archives building.  Although Committee review is not required by statute, ADOA and ASLAPR are seeking
guidance that the proposed method of financing the preconstruction costs is acceptable.

Senator Hamilton moved that the Committee concur with the plan to use $100,000 from the Arizona State Library,
Archives, and Public Records FY 2002 operating budget to fund preconstruction activities for the new State
Archives Building, and to have the operating funds reimbursed from Certificates of Participation authorized for the
project.  The motion carried.

ARIZONA STATE PARKS – Report On Kartchner Caverns State Park.

Lorenzo Martinez, JLBC Staff presented the quarterly report on Kartchner Caverns State Park.  Construction
continues on schedule for lower caverns opening of November 2003.  There have been concerns in the past of the
drying conditions inside the cave, however, those conditions have stabilized and the park staff have hired a cave
resource manager to monitor environmental conditions in the cave.  To date, the project has been allocated
approximately $31,500,000 from a variety of funds.  Trail construction continues and the parks have indicated a
need for additional administration space and will propose an annex to the administration building to be funded from
the State Parks Enhancement Fund.  The JCCR considers approval of these expenditures in the fall.

In answer to Senator Bowers, Mr. Martinez stated the majority of funding for Kartchner Caverns is coming from the
State Parks Enhancement Fund.  That fund receives its revenues from park fees and concession revenue.  One-half
of that fund is appropriated for operation of parks and the other half goes for park development and acquisition.
Currently, the development and acquisition half is dedicated to completing Kartchner Caverns and completing the
lease-purchase payoff of Tonto Natural Bridge State Park.  When Kartchner Caverns is fully developed, the monies
that are no longer needed revert to appropriated status and will be available for appropriation by the Legislature.

No Committee action was required.

The meeting adjourned at 12:00 p.m.

Jan Belisle, Secretary

Lorenzo Martinez, Senior Fiscal Analyst

Senator Ruth Solomon, Chairman

NOTE:  A full tape recording of this meeting is available at the JLBC Staff Office, 1716 W. Adams.
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DATE: August 24, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Tony Vidale, Fiscal Analyst
Rebecca Hecksel, Assistant Fiscal Analyst

SUBJECT: ARIZONA DEPARTMENT OF ADMINISTRATION - REVIEW OF LEASE-TO-OWN
TRANSACTION FOR CAPITAL MALL OFFICE BUILDING AND ARIZONA
POWER AUTHORITY LAND EXCHANGE

Request

The Arizona Department of Administration (ADOA) requests that the Committee review the terms of its
proposed contract with a private firm as part of a lease-to-own transaction to design, build and operate a
new state office building and parking garage for the Department of Health Services (DHS) on the Capitol
Mall.

ADOA also requests that the Committee review the proposed land exchange with the Arizona Power
Authority (APA) on which the new DHS office building will be constructed.

Recommendation

The JLBC Staff recommends that the Committee give a favorable review to the proposed lease-to-own
transaction with the following stipulations for the project:
• Adequate security be provided for employees required to use temporary parking areas while the project

is in progress.
• ADOA work with DHS, JLBC, and the House of Representatives to ensure pedestrian safety in

identified parking areas given that traffic in established alleys may increase as a result of the closure of
a portion of Monroe Street as a primary thoroughfare.

For the Committee’s information, the new office building will be approximately 73 feet 6 inches high.
The height of the capitol dome, excluding Winged Victory, is 74 feet.  The new building will obstruct the
view of the capitol dome (but not Winged Victory) from a north-western vantage point looking south-
east.  There are currently no statutory guidelines on height restrictions for the Capitol Mall area.  If there
are height concerns relative to new construction on the Capitol Mall, the Legislature may want to consider
incorporating height guidelines in statute.
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This review does not include an anticipated appropriation request of roughly $1,060,600 (net total funds)
for telecommunication equipment and relocation costs.  This request will be considered by the Legislature
during the 2002 legislative session.

The JLBC staff also recommends that the Committee give a favorable review of the proposed land
exchange with APA.

Analysis

Laws 2001, Chapter 317 provides that the ADOA Director “…may enter into a lease-to-own transaction
with a private entity for the construction, occupancy and ownership by this state of three office buildings
located on the Capitol Mall … Any lease-to-own transaction…shall be reviewed by the JCCR before the
transaction takes effect.”  In accordance with this legislation, ADOA has received favorable JCCR review
and related funding to proceed with two buildings on the capital mall (the new ADOA and Department of
Environmental Quality (DEQ) buildings).  ADOA is now requesting JCCR review of the third building
which will house 5 DHS operations currently housed in private space or lease-purchase buildings located
off the Capitol Mall.  This proposal also includes a new parking garage.

Office Building
ADOA has issued a Request for Proposal (RFP) and is negotiating with the Trammell Crow Company to
design, build, and operate the new DHS office building which will be located on the southwest corner of
Monroe and 18th Avenue.  The building will be approximately 176,000 square feet and house
approximately 770 FTE Positions.  The building will consist of 20 percent hard wall offices and 80
percent modular furniture workstations to allow flexibility of interior design and space reconfiguration.
The building will also contain varying sized conference rooms and support rooms for general and
specialized storage, lab space, and break areas.

Once the JCCR review is complete, ADOA may finalize the contract, allowing Trammell Crow to
proceed with the financing and construction.  The contract for the new building will include:
• 25 year full service lease (i.e., builder provides maintenance, utilities, and janitorial services).
• Rent costs escalating at approximately 2.8% per year (projected to match market increases), starting at

$14.29 per square foot in FY 2004 and ending with $27.25 per square foot in FY 2028.  The escalating
rent costs include each of the following components:
- Set amounts for base rent, including annual increases.
- Adjustable amounts for operation and maintenance costs (negotiated every 2 years) starting at

approximately $4.50 per square foot.  For comparison, we currently budget $4.48 per gross square
foot for operations and maintenance in ADOA lease-purchase buildings away from the Capitol Mall.
The contract will include an escape clause for the “Maintenance Fund” and “Operations and
Maintenance” services, so that if the state is unable to negotiate acceptable rates for these items at a
future renewal date, it may provide or purchase these services separately.

- Adjustable amounts for replacement and renovation costs (i.e., building renewal), starting at $0.53 per
square foot and increasing approximately 2% per year to $0.85 per square foot in year 25.  For
comparison, this would provide an annual average of $0.69 per square foot; while the state building
renewal formula over the 25-year lease would average out to $1.03 per square foot.  The $0.69 per
square foot average would therefore equate to 67% of the building renewal formula annual average.
We frequently budget less than 100% of the building renewal formula amount.

The total estimated cost for the building is $22,000,000, which equates to $125 per square foot.  This is a
reasonable cost for this type of building.  The financing is for a term of 27 years (includes 2 years for
construction) at an anticipated rate of 5.2%.  The private lease and lease-purchase payments currently
used for the DHS operations that will be relocated to the new building will be used to make the annual
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lease-to-own payments.  Including costs for the parking garage of $6,000,000, and other ancillary and
issuance costs of $2,000,000, the total financed cost of the project is estimated to be $29,000,000.  At an
interest rate of 5.2%, total payments over the 27-year term will equate to approximately $54,610,800.

Table 1 summarizes the costs associated with the new DHS building that will not be included in the lease-
to-own agreement.  Additional funding will be needed for telephone and moving expenses.  ADOA
proposes that the purchase of phone and data services be funded out of the ADOA Technology and
Telecommunications Fund which will then be reimbursed by a monthly service charge to DHS.  This is
the same funding scheme used for the new ADOA and DEQ buildings.  Laws 2001 Chapter 317
specifically prohibits relocation costs from being financed as a part of the lease-to-own contract.  DHS
therefore will need additional funding in FY 2004 to relocate their operations to the new building.
ADOA estimates the cost to be $450,600.  ADOA suggests that these expenses be funded from the
expected DHS rent savings (approximately $300,000) and the Capital Outlay Stabilization Fund.  The
primary on-going cost of the project, the annual lease-to-own payments, will be funded from existing rent
payments already being made by DHS.  ADOA estimates that over the first 2 years of occupancy, net rent
savings of approximately $(600,000) will result from current DHS rent costs that are higher than the
planned lease-to-own costs.

Table 1
Project Cost Term Proposed Funding Source
Phone and Data Services $   610,000 ADOA Technology & Telecommunications Fund
Agency Relocation       450,600 DHS rent savings and ADOA Capital Outlay Stabilization Fund
  Total – Additional Costs  $1,060,000 One-time
Lease-to-Own Payments $2,429,200 On-going DHS existing rent appropriations (increases 2.8% each year)

Ground breaking for the building is planned for March 2002.  Completion of the building is planned for
July 2003.  The building will be approximately 73 feet 6 inches high.  The height of the capitol dome,
excluding Winged Victory, is 74 feet.  The new building will obstruct the view of the capitol dome (but
not Winged Victory) from a north-western vantage point looking south-east.

Parking Garage
Plans also include construction of a new 6-story 932 space parking garage which will be located in the
parking lot of the current DHS administrative office building.  The height of the garage will be
approximately 57 feet.  This structure will be slightly higher than the existing DHS office building, which
is 55 feet high.

The total estimated cost for the garage is $6,000,000, which equates to $6,438 per parking space.
Compared to other parking projects, this appears to be a below average cost.  The financing for the garage
will be combined with the financing for the office building.

Construction of the parking structure will take place on the existing 282 space parking lot.  To
accommodate the loss of parking for these vehicles and as a part of the overall DHS “campus” plan, prior
to the construction of the parking structure, the City of Phoenix will abandon Monroe Street from 17th

Avenue to 18th Avenue.  The developer will reconfigure the existing surface parking lots behind the JLBC
building allowing space for approximately 64 additional vehicles.  Once the surface parking lot is
completed, and construction on the parking structure begins, approximately 164 vehicles will be
displaced.  ADOA will designate temporary parking areas for displaced vehicles, which will include state
owned parking lots that are in close proximity and privately owned parking space west of 19th Avenue.
The cost for parking on private land will be paid out of the bond funds as a project expense.  ADOA
estimates the cost to be $150,000, which may vary depending on how much parking is actually needed.
ADOA will prioritize the use of state owned space ahead of private space.
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Given that some of the temporary parking for state employees may be located west of 19th Avenue and
outside the ‘informal’ Capitol Mall boundaries, JLBC Staff recommends the Committee stipulate that
security be provided in these temporary parking areas to ensure the safety of state employees.  ADOA is
planning on contracting for security services in these areas.

In order to accommodate the new parking garage, a portion of Monroe Street will be abandoned and lost
as a primary thoroughfare for the area.  Combined with the addition of over 770 new employees to this
area of the Capitol Mall, JLBC Staff anticipates the vehicle traffic in established alleys will increase
significantly. Given these considerations, JLBC Staff recommends that ADOA work with DHS, JLBC, and
the House of Representatives to ensure pedestrian safety in identified alleys and parking areas that could
potentially realize increased vehicle traffic.  ADOA is aware of this issue and plans to work with the
project architects to address these concerns.

Ground breaking for the parking garage is planned for June 2002.  Completion of the garage is planned
for January 2003.  Overall, the lease-to-own project will provide approximately 627 net new parking
spaces for state employees (the parking garage will also include 111 public spaces).  The new office
building is expected to house 770 employees that are currently housed off the Capitol Mall [JLBC Staff is
confirming this figure with DHS given that this number of FTE Positions combined with ASH, Health
Lab, and other DHS positions appears to exceed the appropriated level of FTE Positions for DHS].  This
equates to a parking space to employee ratio of .81.  With the eventual addition of 109 more FTE
Positions for the new Health Lab are considered, the parking to employee becomes .71.  The average
Capitol Mall parking to employee ratio reported by ADOA is .81.

Land Exchange with Arizona Power Authority
Laws 2001, Chapter 317 also provides that the ADOA Director “…may acquire land needed for a lease-
to-own transaction by an exchange of state property with the Arizona Power Authority…Any land
acquisition or exchange…shall be reviewed by the JCCR.”  The APA owns a parcel of the land (presently
a parking lot) on which the new DHS office building will be constructed.  ADOA has met with APA and
both parties have agreed to a land exchange in which APA will give ADOA the title to its land in
exchange for the title to the adjacent ADOA-owned parking lot.  ADOA has also agreed to assist APA
with restructuring the layout of their parking lot and is considering allowing APA to install a microwave
antenna on the new DHS office building.  The JLBC Staff recommends the Committee give a favorable
review of the land exchange with APA.

Vacated Lease-Purchase Buildings
Once DHS vacates the Centre Pointe and Black Canyon buildings and relocates to the new office
building, ADOA plans to sell the vacated buildings.  These lease-purchase buildings will be paid off at
the end of FY 2002 and ADOA projects that they could be sold for $3,500,000 to $4,500,000.  The
Executive has stated its plan to deposit any sale proceeds into the General Fund.  Given that lease-
purchase payments for these buildings may have come from a variety of fund sources, there may be a
question as to whether all proceeds can be deposited in the General Fund.

New State Health Laboratory
Laws 2001, Chapter 237 (Capital Outlay Bill) appropriated $2,342,900 from the General Fund in FY
2003 for the lease-purchase of the design and construction of a new health laboratory.  This new health
laboratory will be located on the northwest corner of Monroe and 17th Avenue and will be an integral part
of the construction of the new DHS “campus” which will include the health laboratory, the current and
new DHS office buildings and the parking structure.  Construction of the health laboratory will begin
during the last phase of the DHS office building construction.  Plans have been made to coordinate the
projects and to accommodate state employees whose parking spaces will be displaced by the construction
of the health laboratory and parking structure.  Ground breaking for the health lab is planned for May
2003.  Completion of the health lab is planned for August 2004.
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DATE: August 24, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Lorenzo Martinez, Senior Fiscal Analyst

SUBJECT: ARIZONA DEPARTMENT OF ADMINISTRATION - CONSIDER APPROVAL OF
REFINANCING OF 1991 AND 1992 CERTIFICATES OF PARTICIPATION

Request

The Arizona Department of Administration (ADOA) requests that the Committee approve the refinancing
of 4 series Certificates of Participation (COP) that were issued in 1991 and 1992.

Recommendation

The JLBC Staff has requested additional information from ADOA.  Provided the requested information is
received in time, JLBC Staff anticipates having a recommendation and more thorough analysis for the
Committee at the time of the meeting.

Analysis

A.R.S. § 41-791.02(E) requires ADOA COP issuances, also known as lease-purchase agreements, to be
reviewed and approved by the Committee before the agreement takes affect.

In order to take advantage of the lower interest rates that currently exist, ADOA is requesting Committee
approval to refinance the COP issuances shown in Table 1.  ADOA anticipates savings of approximately
$3,020,000 from the refinancing of these COPs.

Table 1
Certificate Issue Maturities (FY) Outstanding Par Amount
Series 1991 2002-2011 $  36,025,000
Series 1992 2002-2008 15,640,000
Series 1992B 2002-2010 88,645,000
Series 1992C 2002-2007    10,945,000
   Total $151,255,000
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Before making a recommendation to the Committee, JLBC Staff has requested additional information on
the projects financed by each issuance, the existing and anticipated interest rate and payment schedule for
each issuance, and costs of the new issuances.  Provided the requested information is received in time,
JLBC Staff anticipates having a recommendation and more thorough analysis for the Committee at the
time of the meeting.
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DATE: August 22, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Gina Guarascio, Senior Fiscal Analyst

SUBJECT: DEPARTMENT OF HEALTH SERVICES/ARIZONA DEPARTMENT OF
ADMINISTRATION - REPORT ON THE ARIZONA STATE HOSPITAL
CONSTRUCTION PROJECT

Request

Pursuant to Laws 2000, Chapter 1, the Arizona Department of Administration (ADOA) and the
Department of Health Services (DHS) are providing a quarterly status report on the Arizona State
Hospital (ASH) demolition and construction project.

Recommendation

This item is for information only and no Committee action is required.  Pre-construction activity has
begun for the new civil hospital and adolescent facility, sitework and infrastructure activities are on-
going, renovation of Birch Hall and demolition of the Alamo building have been completed, the
Least Restrictive Alternative population is now housed in Birch Hall, and completion of two 60-bed
dormitories for the Sexually Violent persons program has been delayed from August 2001 to October
2001.

Analysis

Background
Laws 2000, Chapter 1 appropriated $80 million over 4 years for the demolition, construction and
renovation of ASH.  ADOA is to use the appropriations to provide at least 176 new civil beds at
ASH, and to renovate and expand existing facilities to address physical plant needs for civil and
forensic populations, an adolescent unit, and sexually violent offenders.  The legislation also created
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the Arizona State Hospital Capital Construction Commission and charged them with reviewing
capital construction and renovation plans at ASH for the purpose of making recommendations to
ADOA and JCCR.  ADOA and DHS are required to report at the end of each quarter to the
Committee on the status of the ASH project.  This report represents the fifth of these quarterly
reports.

Quarterly Update and Status Report

The table below presents the amounts ADOA and DHS have budgeted for each portion of the ASH
demolition and construction project.

Proposed Budget By Project
SVP Program $   8,369,200
Civil Hospital and Adolescent Facility 45,037,700
Sitework/Tunnels/Telephone/Data 12,364,900
Forensic Hospital 11,803,700
Contingency      2,424,500

TOTAL $80,000,000

At its June 2000 meeting, the Committee approved an expenditure plan for construction of 2 new
60-bed dormitories for the Sexually Violent Persons (SVP) program using the Inmate Construction
program.  Construction is now underway on both of the dormitories.  Progress on the 2 dormitories
has been delayed due to the reassignment of some of the work force to other ASH projects, and the
need for increased security around the SVP construction project.  Originally scheduled to be
completed in August of 2001, ADOA now expects completion of the two dormitories in October of
2001.

The Committee has also approved an expenditure plan to address infrastructure issues at ASH,
including telecommunications expansion, repair of sewer lines, repairs to address water temperature
control issues, as well as Central Plant repairs.  Infrastructure rerouting is now about 50% complete.
ADOA expects completion of Central Plant upgrades by January of 2002.

At the September 2000 meeting, the Committee approved the renovation of Birch Hall for use by the
Least Restrictive Alternative (LRA) population.  The LRA program had been housed in the Alamo
building in the northwest quadrant of the ASH complex.  The new civil hospital will occupy this
quadrant, so the LRA needed to be relocated.  Renovation of Birch Hall has been completed and is
currently occupied by the LRA program. Demolition of Alamo has also been completed.

At its December meeting, the Committee favorably reviewed the selection of McCarthy, Cannon and
Gould Evans Associates as the design-build team for construction of the Arizona State Hospital.
Groundbreaking for the new hospital took place in June, and earthwork has been on-going this
summer.  The foundation for the Adolescent facility is expected to be placed within the next few
weeks.
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DATE: August 23, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Gina Guarascio, Senior Fiscal Analyst

SUBJECT: DEPARTMENT OF HEALTH SERVICES/ARIZONA DEPARTMENT OF
ADMINISTRATION – REVIEW OF EXPENDITURE PLAN FOR CHOLLA
HALL RENOVATION AND PRELIMINARY EXPENDITURES FOR THE
FORENSIC FACILITY COMPONENTS OF THE ARIZONA STATE HOSPITAL
CONSTRUCTION PROJECT

Request

The Arizona Department of Administration (ADOA) and the Department of Health Services (DHS)
request that the Committee review the expenditure plan for the renovation of Cholla Hall for use as a
support building by the Sexually Violent Persons (SVP) program.

ADOA and DHS also request that the Committee review the expenditure of up to $100,000 to begin
preliminary programming and design requirements for the renovation of the forensic facility.  ADOA
plans to use the construction-manager-at-risk (CMAR) procurement method for the design and
renovation of the forensic facility.

Recommendation

The JLBC Staff recommends a favorable review of the release of $947,900 to convert Cholla Hall
from an SVP dormitory to SVP program support space and $100,000 to begin preliminary
programming and design requirements for the forensic facility renovations.  The JLBC Staff
recommends that the scope, purpose, and estimated cost of the forensic facility renovations be
submitted for Committee review when the preliminary programming and design activities are
completed.
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Analysis

Cholla Hall Renovation
Laws 2000, Chapter 1 appropriated $80 million over 4 years for the demolition, construction and
renovation of ASH.  ADOA is to use the appropriations to provide at least 176 new civil beds at
ASH, and to renovate and expand existing facilities to address physical plant needs for civil and
forensic populations, an adolescent unit, and sexually violent offenders.  The legislation also created
the Arizona State Hospital Capital Construction Commission and charged them with reviewing
capital construction and renovation plans at ASH for the purpose of making recommendations to
ADOA and JCCR.

Cholla Hall is a 60-bed facility that currently houses a portion of the SVP population.  DHS plans to
move the SVP population out of Cholla Hall when the third-bed SVP dormitory is completed in
October 2001.  Cholla Hall will then be converted into space suitable for conference rooms, training,
and treatment.  Currently, training and treatment is conducted in a small modular unit within the SVP
area.  In addition, reconfiguration of the security observation area to limit vantage points for viewing
security monitors installation of a sprinkler system, and other life safety improvements are also
planned.  To enhance security during meal times, the dining hall will be split into 2 areas that can
accommodate 25-30 people each.

The estimated costs of the project are summarized in the table below:

Professional Design Services $ 87,700
Construction Services  707,300
Furniture, Security Lights and Materials Testing    87,000
Contingency    65,900

            $947,900

The Arizona State Hospital Capital Construction Commission favorably reviewed the expenditure
plan for the renovation of Cholla Hall at its last meeting.  Given the scope of the proposed work,
these costs appear reasonable, and JLBC Staff recommends the Committee give a favorable review
of the expenditure plan.

Forensic Facility Renovation
Consistent with other components of the ASH construction project, ADOA plans to conduct a
series of meetings with the architect and interested parties to develop programming and design
requirements for the renovation of the forensic facility.  The JLBC Staff recommends the
Committee give a favorable review to the expenditure of up to $100,000 to fund these
preliminary activities, and that ADOA submit the scope, purpose, and estimated cost of the
forensic facility renovations for Committee review when these preliminary activities are completed.

ADOA intends to use the CMAR procurement method for the renovation of the forensic hospital,
another component of the ASH construction project.  The CMAR delivery method requires separate
contracts for design and construction services, and allows the contracting and delivery of design and
construction services to occur in sequential or concurrent phases.  The traditional design-bid-build
method requires both the contracting and delivery of the design and construction services to occur
separately and in sequential phases. ADOA is requesting the release of $100,000 for programming
costs associated with the use of the CMAR method.
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DATE: August 22, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Beth Kohler, Fiscal Analyst

SUBJECT: ARIZONA DEPARTMENT OF ADMINISTRATION – ADVICE ON PLAN TO
FINANCE PRELIMINARY ACTIVITIES FOR NEW STATE HEALTH
LABORATORY BUILDING

Request

The Arizona Department of Administration (ADOA) and the Arizona Department of Health Services
(DHS) request the Committee review the use of DHS operating funds to fund preliminary activities
for the new state health laboratory.  The operating funds will be reimbursed from Certificates of
Participation (COP) proceeds.  Although Committee review is not required by statute, ADOA and
DHS are seeking guidance that the proposed method of financing the preconstruction costs is
acceptable.

Recommendation

While no Committee action is required, the two Departments are seeking the Committee’s advice.
The JLBC Staff recommends that the Committee concur with the proposal.  At its June 2001
meeting, the Committee concurred with a similar proposal to finance preliminary activities for the
new state archives building using Arizona State Library, Archives, and Public Records operating
funds.

Analysis

Laws 2001, Chapter 237 appropriated $2,342,900 from the General Fund in FY 2003 to ADOA for
COP costs for the lease-purchase of the design and construction of a new state health laboratory.  The
legislation also allows up to $165,000 and 3 FTE Positions to manage the project and authorizes
ADOA to issue up to $30,000,000 in COPs to fund the project.  The COP issuance will be repaid
over a 20 year period.
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The bill as originally passed also contained a FY 2002 General Fund appropriation of $2,342,900.
This appropriation, however, was vetoed by the Governor.

In order to begin construction in late FY 2003, ADOA and DHS propose to begin the project
development in FY 2002.  The agencies have developed a preliminary schedule and expenditure plan
that will use $100,000 from the DHS FY 2002 operating budget to fund preconstruction
administrative and project management costs.  DHS will enter into an intergovernmental agreement
with ADOA to hire a project manager to oversee and manage the project and for general
administrative functions for the development of the lease-purchase agreement.  The DHS operating
budget will be reimbursed from the proceeds of the COP issuance.  A timeline for the project and
preliminary cost estimates are included in the submitted materials.

JLBC Staff consulted with Legislative Council on a similar proposal for the new state archives
building and concluded that statute does not preclude the use of operating funds for these purposes
nor prohibit the reimbursement of operating funds from COP proceeds.

ADOA plans to seek future JCCR review of the Request for Proposal for the preliminary designs,
estimates, specifications, and design approach.  In addition, A.R.S. § 41-791.02 requires Committee
review and approval of a lease-purchase agreement before the agreement takes effect.  Based on the
ADOA timeline, we estimate the COPs will be issued in March 2002, contingent upon Committee
approval.
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DATE: August 22, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Bob Hull, Principal Research/Fiscal Analyst

SUBJECT: DEPARTMENT OF TRANSPORTATION - REVIEW OF FY 2002 BUILDING RENEWAL
ALLOCATION PLAN

Request

The Arizona Department of Transportation (ADOT) requests that the Committee review its FY 2002 Building
Renewal allocation plan.

Recommendation

The JLBC Staff recommends a favorable review of the plan.  ADOT has allocated $2,388,100 among 142
projects leaving a contingency amount of $352,800.  The JLBC Staff further recommends that funding for any
new projects not listed in the allocation plan, reallocations between projects, and allocations from the
contingency amount be reported to JLBC Staff prior to expenditure.  JLBC Staff would report to the
Committee on significant changes, typically above $50,000.

Analysis

Laws 1986, Chapter 85 established the Joint Committee on Capital Review and charged it with developing a
Building Renewal Formula to guide the Legislature in appropriating monies for the maintenance and repair of
state buildings.  Pursuant to A.R.S. § 41-1252, the JCCR shall review the expenditure of Building Renewal
monies.

The Capital Outlay Bill (Laws 2001, Chapter 237) appropriated a total of $2,740,900 from the State Highway
Fund in FY 2002 to ADOT for building renewal.  The FY 2002 Building Renewal appropriation represents
100% of the amount generated by the Building Renewal Formula.  ADOT expects to allocate the Building
Renewal monies in the following categories for 142 projects:

Category Projects State Highway Fund % of Total
Fire/Life Safety 11 $136,500 5.0%
Roofing 35 430,300 15.7
Building System (HVAC, Utility) 33 942,800 34.4
Exterior Building Finishes 23 237,700 8.7
Interior Building Finishes 19 250,800 9.1
Remodeling 6 158,500 5.8
ADA 4 46,000 1.7
Infrastructure 11 185,500 6.7
Contingencies 352,800 12.9
   Total 142 $2,740,900 100.0%
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For the Committee’s information, the following 10 projects require $50,000 or more:

Project Allocation
Electrical upgrades for housing- Little Antelope $55,000
New roof - Arizona Highways Magazine 105,400
Electrical upgrade - Holbrook District Office & Lab 100,000
Electrical upgrade - Tucson Equipment Shop 60,000
Reconfigure heating & cooling vents - Phoenix Engineering Building 60,000
Enhance chilled water cooling system - Phoenix Engineering Building 200,000
Elevator upgrade - MVD 1801 W. Jefferson 100,000
Repair walls & install downspouts - Scottsdale MVD 80,000
Repaint interior - Phoenix Engineering Building 75,000
Renovate unused space into conference room - Safford District Office   103,000
   Subtotal $938,400

The JLBC Staff recommends a favorable review of the FY 2002 expenditure plan.  The attached material
submitted by ADOT lists each project and its estimated cost.  The projects are consistent with Building
Renewal guidelines and appropriations.
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DATE: August 23, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Bob Hull, Principal Research/Fiscal Analyst

SUBJECT: ARIZONA DEPARTMENT OF TRANSPORTATION - CONSIDER ADOPTION OF
ADDITIONAL PERFORMANCE MEASURES FOR THE FY 2002 CONSTRUCTION
BUDGET OPERATING EXPENDITURE PLAN AND REPORT ON ARIZONA 5-
YEAR TRANSPORTATION FACILITIES CONSTRUCTION PROGRAM

Request

In compliance with a Committee request, the Arizona Department of Transportation (ADOT) requests
that the Committee review its additional quality-related performance measures for the FY 2002 highway
construction operating budget.

Recommendation

The JLBC Staff recommends that the Committee adopt the additional performance measures shown in
Table 2, and require that ADOT report on these additional performance measures as part of next year’s
Committee review of ADOT’s highway construction budget operating expenditure plan for FY 2003.
The Committee adopted the performance measures in Table 1 along with the future reporting requirement
at its meeting on June 28, 2001.

ADOT will also make a presentation on the 5-year highway construction program.  While ADOT reports
that it was unable to develop a summary of the 5-year program, the JLBC Staff believes the development
of a summary document would be beneficial for any presentations to the Committee that may occur in the
future.

Analysis

At the June 22, 2000 meeting, JLBC Staff noted the need to improve performance measures for
evaluating the level of expenditures for consulting services in the ADOT construction operating budget.
Since then, JLBC Staff has spoken with the National Conference of State Legislatures, researched other
states performance measures, and worked with ADOT to develop performance measures.  Some states
have highway construction performance measures related to their accomplishments, such as the number
of projects contracted or completed, the number of miles begun or completed, the dollar volume of
construction contracts, the percent of projects completed, and the design costs as a percent of project
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values.  These performance measures are best for reporting results.  They are not very useful for
predicting or evaluating future needs for consultant services, due to the multi-year nature of highway
construction projects from their design stage to their completion.  However, if the level of highway
construction is projected to remain relatively constant, one might expect the use of consultant services to
also remain at a relatively constant level.

At its meeting on June 28, 2001, the Committee adopted the ADOT construction operating budget
performance measures shown in Table 1, and required that ADOT report on these performance measures
as part of next year’s Committee review of the highway construction budget operating expenditure plan
for
FY 2003.

Table 1

PERFORMANCE MEASURES
FY 2000

Est./Actual
FY 2001
Estimate

FY 2002
Estimate

• Design Expenditures as % of Total Construction Operating Budget * NA/56 59 54
• Professional and Outside Services $ for Design Work by Consultants

($ in millions)
NA/81.7 85.4 79

• Projects Designed by Consultants NA/1,507 1,817 1,561
• Personal Services $ for Design Work by ADOT Staff ($ in millions) NA/1.1 2.2 1.8
• Projects Designed by ADOT Staff NA/557 653 537
• Field Administration of Projects as % of Total Construction

Operating Budget *
NA/24 24 26

• Professional and Outside Services $ for Field Administration of
Projects by Consultants ($ in millions)

NA/18.6 19.8 20.5

• Projects Administered by Consultants NA/313 404 355
• Personal Services $ for Field Administration of Projects by ADOT

Staff ($ in millions)
NA/17.4 16.1 17.8

• Projects Administered by ADOT Staff NA/541 565 495

In addition, to adopting the measures in Table 1, the Committee requested that the department submit
quality-related performance measures for further review.  ADOT is proposing measures that will provide
an indication of traffic congestion on the state highway system during peak driving periods in Maricopa
County, Pima County, and the remaining counties combined.  The ADOT proposal would provide
measures for these 3 county categories for 6 different ranges of traffic volume versus road capacity.  The
JLBC Staff recommends simplifying this concept by reporting the percent of traffic volume from 0% to
80% of road capacity for each county category during peak driving periods as shown in Table 2.

As of publication, ADOT had not provided figures for these performance measures.  JLBC Staff
anticipates having figures available for the Committee at the meeting.

Table 2

ADDITIONAL PERFORMANCE MEASURES
FY 2000

Est./Actual
FY 2001
Estimate

FY 2002
Estimate

• Percent of state highway system with traffic volume from 0% to 80%
of capacity during peak driving periods in Maricopa County 1/

• Percent of state highway system with traffic volume from 0% to 80%
of capacity during peak driving periods in Pima County 1/

• Percent of state highway system with traffic volume from 0% to 80%
of capacity in all counties other than Maricopa and Pima

____________
1/ Peak driving periods means from 6AM to 9AM and from 3PM to 7PM, Monday through Friday.
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The JLBC Staff recommends that the Committee adopt the additional performance measures in Table 2,
and require that ADOT report on these additional performance measures as part of next year’s Committee
review of ADOT’s highway construction budget operating expenditure plan for FY 2003.  The
Committee adopted the performance measures in Table 1 along with the future reporting requirement at
its meeting on June 28, 2001.

Arizona Five-Year Transportation Facilities Construction Program
At the request of the Committee Chairman, ADOT will make a presentation to the Committee on its five-
year highway construction program.  JLBC Staff had anticipated that ADOT would be able to develop a
summary of projects in the 5-year program.  ADOT has reported that it was unable to develop a summary.
JLBC Staff believes the development of a summary document would be beneficial for any presentations
to the Committee that may occur in the future.
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DATE: August 23, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Bruce J. Groll, Senior Research/Fiscal Analyst

SUBJECT: ARIZONA GAME AND FISH DEPARTMENT - REVIEW OF SCOPE, PURPOSE,
AND ESTIMATED COST OF EXPANSION AND RENOVATION OF GAME
AND FISH HEADQUARTERS.

Request

The Arizona Game and Fish Department (AGFD) requests Committee review of its construction and
expenditure plans for an addition to and remodel of the Pinetop Regional Office.  The proposed total
project budget is $1,226,300.  Funds for the project are from previously appropriated capital outlay
and building renewal monies and non-appropriated federal aid funds.

Recommendation

The JLBC Staff recommends a favorable review of the construction and expenditure plans.  Of the
$1,226,300 project total, $165,000 of federal aid monies has already been committed for design,
construction administration, and related site development expenses.  The remaining $1,061,300
construction amount is distributed among the 3 fund sources as follows:  $800,000 is for new
construction from the Game and Fish Capital Improvement Fund and for remodeling the existing
building, $103,000 is Building Renewal monies appropriated from the Game and Fish Fund and
$158,300 is from non-appropriated federal aid funds.  A more detailed project budget is shown in
Table 1.

Analysis

Laws 1986, Chapter 85 established the Joint Committee on Capital Review and charged it with
reviewing the state capital improvement plan and expenditures of all monies appropriated for capital
projects and building renewal.  A.R.S. § 41-1252 (C) also requires JCCR review of new capital
projects estimated to cost more than $250,000 before release of the monies for construction.
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Laws 2000, Chapter 2 1st Special Session appropriated $500,000 from the Capital Improvement Fund
for the Pinetop Regional Office Expansion.  Laws 2001, Chapter 237 appropriated an additional
$300,000 from Capital Improvement Fund for FY 2002.

The new construction will add approximately 3,600 square feet for a new customer service area, a
small conference room, staff offices, and public restrooms at a bid cost of $783,000.  The base bid
amount also includes new hard surface (gravel) safety access to and from Hwy. 260, handicap access
parking, and expanded public parking.  The remodel component of the project includes converting
approximately 2,760 square feet into 14 offices, a break room, a staff bathroom, and storage space at
a bid cost of $103,000.

Two additional bids (Additive Alternatives 1 and 2) are included in the total proposed project budget
of $1,226,300 that would:
1. Add an 825 square foot extension to the existing building for 3 offices and a lab for the fisheries

and habitat program, and enable the entire regional staff to be housed under one roof at a cost of
$78,000.

2. Add a 736 square foot extension to the new conference room capable of accommodating the
regional staff and regional public meetings at a cost of $58,000.  When completed, the new
conference room is also designated to be the official Pinetop polling facility.

Given the geographic location and market conditions in the area, the costs for the project components
appear reasonable.  The $1,226,300 proposed project budget allocation and percent of total cost
distribution for the addition and remodel of the Pinetop Regional Office are shown in Table 1 below:

Table 1

Category Planned $ Allocation Percent of Total
Design and Development

• Architectural Design and Planning $    75,000 6.1%
• Site Development      90,000     7.3%
Sub-total 165,000 13.4%

New Construction
• Base Bid for 3,612 sq.ft. 783,000 63.9%

Conference Room Extension of 736 sq. ft.
(Add. Alternate Bid #2)     58,000     4.7%

Sub-total 841,000 68.6%
Remodel/Renovation Interior

• Base Bid for 2,758 sq. ft. 103,000  8.4%
Additional Offices and Lab, 825 sq. ft.
(Add. Alternate Bid #1)     78,000     6.4%

Sub-total 181,000 14.8%
Contingency Reserve 39,300 3.2%

TOTAL $1,226,300 100.0%

AGFD estimates a 6 month timeline for completion of construction.  The agency submission contains
more detail on these projects including the site plan drawings.
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DATE: August 24, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Timothy Sweeney, Fiscal Analyst

SUBJECT: ARIZONA STATE PARKS – CONSIDER APPROVAL OF FY 2001
ENHANCEMENT FUND MONIES FOR CONTINUED DEVELOPMENT OF DEAD
HORSE RANCH STATE PARK

Request

The Arizona State Parks Board requests that a sum of $2,800,000 be released from the State Parks
Enhancement Fund (SPEF) for the continued development of Dead Horse Ranch State Park.

Recommendation

The JLBC Staff believes that the Dead Horse Ranch project is consistent with the purposes of the State
Park Enhancement Fund and appears a worthwhile use of these monies.  The improvements to Dead
Horse Ranch State Park include the addition of restroom/shower buildings, fish cleaning stations, lagoon
enhancements, campground development, connection to the City of Cottonwood waste water plant, and
land acquisition.

The Parks Board has identified over $140,000,000 in capital development and improvement needs
throughout the state parks system.  These projects are not currently formally prioritized, and there is not a
systematic means for JLBC Staff to evaluate the Parks Board decision that the needs of Dead Horse
Ranch exceed the needs of other parks.  As a result, we cannot advise the Committee that this project
represents the best use of SPEF.  JLBC Staff recommends that future State Parks SPEF requests include a
prioritization of the capital needs throughout the state parks system.

If the Committee decides to approve the Parks Board request, the JLBC Staff does recommend that
approval be conditioned on incorporating the land purchased with SPEF revenues into the Dead Horse
Ranch State Park boundary.

Finally, pursuant to Laws 2000, Chapter 127 JLBC Staff recommends that State Parks deposit the growth
in the Acquisitions & Development portion of SPEF into a Tonto natural bridge payoff subaccount.
JLBC Staff estimates this amount at $92,100 for FY 2001.
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Analysis

Pursuant to A.R.S. § 41-511.11 (B), one-half of  SPEF revenues may be spent on the acquisition and
development of state parks with prior JCCR approval.  In recent years, this money has been expended on
the continued development of Kartchner Caverns State Park and to meet lease-purchase requirements at
Tonto Natural Bridge State Park.

In FY 2001, SPEF revenues totaled $7,119,000.  Of this amount, $3,559,500 is available for acquisition
and development projects.  State Parks does not currently anticipate needing any of this amount for the
continued development of Kartchner Caverns.  The current budget for Kartchner Caverns has a
$2,223,200 balance available for ongoing cave construction.  State Parks is requesting that the available
SPEF monies be used to meet the Tonto lease purchase payment and for development and improvements
at Dead Horse Ranch State Park.

Tonto Natural Bridge State Park was acquired through a lease-purchase agreement in 1993. Statue
requires the annual lease-purchase payment to be made from the SPEF.  In 2001, the required payment is
$363,100.

Laws 2000, Chapter 127 requires that the annual acquisition and development portion of SPEF revenues
above the FY 2000 revenue amount be deposited into a Tonto Natural Bridge State Park payoff
subaccount.  The amounts are to remain in the subaccount until there is a sufficient amount to payoff the
lease-purchase agreement.  The JLBC Staff calculates that the FY 2001 revenue above FY 2000 to be
approximately $92,100.  In accordance with the legislation, the JLBC Staff recommends that Parks Staff
deposit the appropriate amount into the payoff subaccount.

After the Tonto lease-purchase payment and the payoff subaccount deposit, $3,275,700 remains available
for acquisition and development projects.  Parks Staff is requesting committee approval to use $2,800,000
for improvements at Dead Horse Ranch State Park.  A total of $475,700 would remain in the SPEF
balance and be available for future year expenditures.  The following table outlines the requested use of
FY 2001 SPEF revenues:

FY 2000 Carryforward $    171,400
FY 2001 Revenue   3,559,500
Total Available $3,730,900

Expenditures
Tonto Lease-Purchase Payment 363,100
Tonto Payoff Deposit 92,100
Dead Horse Ranch Improvements   2,800,000

Total Expenditures 3,255,200

Balance Forward $   475,700

The $2,800,000 requested for Dead Horse Ranch State Park will be expended on the following items:

Amount Requested
Restrooms/Showers/Fish Cleaning Stations $1,000,000
Lift Station and Connection to City Sewer 450,000
Land Acquisition 650,000
Campground Utilities and Enhancements      700,000

TOTAL $2,800,000
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Restrooms/Showers/Fish Cleaning Stations:
This request includes funding for 2 restroom/shower facilities in the new upper campground, and 2
restrooms with fish-cleaning stations at the two new lagoons.  Parks staff estimates the cost of the
restroom/shower facilities at $222,000 each (including sewer connections) and the cost of the
restroom/fish-cleaning stations at $145,000 each.  Utility connections for the 4 new facilities are
estimated at $155,000.  Finally, design fees of $35,000 and a contingency of $76,000 bring the total to
$1,000,000.

Lift Station and Connection to City Sewer:
Arizona State Parks is also requesting $450,000 for equipment and work necessary to connect the park to
the City of Cottonwood’s sewage system.

Land Acquisition:
State Parks is requesting $650,000 for part of the costs to acquire roughly 69 acres of land along the
Verde River.  This acquisition is part of an ongoing State Parks project called the Verde River Greenway
project, to acquire land along the Verde River east and west of Dead Horse Ranch State Park for hiking
trails, riparian habitat, and other day use and recreation activities.  The total cost of this acquisition is
$1,230,000.  State Parks is using $580,000 from the Heritage Fund—Natural Areas Acquisition to assist
in the cost of purchasing the land.  SPEF money is needed due to restrictions on the use of land acquired
using the Heritage Fund money.  The general practice of the agency is to develop no more than 10% of
land purchased with Natural Areas Acquisition money.  The parcel in question could be developed as a
day-use area with restrooms and ramadas, making up more than 10% of the area.

SPEF statutes require that land purchased with SPEF monies be used as a state park.  JLBC Staff
therefore recommends that the Committee’s approval of this request be contingent on incorporating the
portion of the property purchased from SPEF into the park boundary and making it accessible in a manner
consistent with the rest of the park.  Of the total cost of this parcel, 53% will be funded with SPEF
revenue, thus 53% (roughly 36.5 acres) should be accessible as a state park.  Parks Staff has indicated that
while all of the land purchased will be incorporated into the park boundary, approximately one-half of it
will be developed for day use recreation.  The developed area will include trails, canoe launches, and
picnic facilities.  The remaining half of the parcel includes ancient Native American ruins and will be
preserved as a natural area.  There will, however, be trails and rangers present for those who wish to view
the ruins.

Campground Utilities and Enhancements:
The funding request also includes $700,000 for other Dead Horse Ranch projects.  The new campground
must be electrified and equipped with running water, which accounts for the bulk of this section of the
request.  Additionally, the electric capability of the existing campground will be upgraded to better
manage increasing electrical requirements of recreational-vehicles.  Lastly, this amount includes other
small projects such as new trails (handicapped accessible), fishing docks, and increased signage.

The improvements requested by State Parks will add 87 new campsites.  This will increase the total
number of campsites from 67 to 154.  Additionally, two new fishing lagoons will be added, which will
increase the size of the day-use area by over 100%.  State Parks believes that these additions (along with
the improvements and modifications of the current campsites) will double annual visitation from about
103,000 to over 200,000, and also increase revenues generated by the park from $250,000 to $400,000.

Capital Needs At Other Parks

Dead Horse Ranch State Park is one of several state parks identified by Parks staff with capital
improvement needs.  State Parks has developed a long-term Capital Improvement Plan, which details the
needed capital improvements at each state park.  Table 3 displays the estimated cost of the improvements
at each park.  Parks Staff selected Dead Horse Ranch first because of its revenue generating potential,
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which Parks Staff feels will help the agency fund other projects in the future.  JLBC staff recommends the
agency prioritize these projects based on issues such as revenue generating capabilities, development and
improvement needs of the parks, and equity concerns regarding location.  We anticipate that a priority
evaluation will accompany further SPEF capital requests

Arizona State Parks Projected Improvements

Park Est. Cost

Alamo $5,676,000
Boyce Thompson Arboretum 4,962,500
Buckskin Mountain - River Island 2,515,000
Buckskin Mountain 4,590,000
Catalina 2,295,000
Cattail Cove 360,000
Dead Horse Ranch 5,745,000
Fool Hollow Lake 885,000
Fort Verde 3,960,000
Homolovi 13,411,000
Jerome 2,921,000
Kartchner Caverns 10,915,000
Lake Havasu - Windsor Beach 2,960,000
Lost Dutchman 4,500,000
Lyman Lake 3,225,000
McFarland 1,408,375
Oracle 4,915,000
Patagonia 18,710,000
Picacho Peak 11,735,000
Red Rock 3,290,000
Riordan Mansion 2,185,000
Roper Lake & Dankworth Pond 4,671,000
San Rafael 4,800,000
Slide Rock 4,782,800
Tombstone Courthouse 3,411,425
Tonto Natural Bridge 5,347,400
Tubac Presidio 2,782,275
Yuma Crossing 1,695,000
Yuma Territorial Prison       2,745,300
Total $141,399,075
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DATE: August 23, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Timothy Sweeney, Fiscal Analyst

SUBJECT: ARIZONA STATE PARKS - REPORT ON KARTCHNER CAVERNS STATE
PARK

Request

Pursuant to Laws 1998, Chapter 297 the Arizona State Parks Board is providing the quarterly project
status and financial report on Kartchner Caverns State Park for the quarter ending June 30, 2001.

Recommendation

This report is for information only and no Committee action is required.  Cave construction remains
on target for the planned November 2003 opening of the lower caverns.

Park attendance remains strong.  Since the park’s opening in November 1999, there have been over
300,000 visitors.  Reservations are steady, with the fall holidays already full.  As of August 1, 2001
total park revenues are $4,700,000.  Revenues are deposited in the State Parks Enhancement Fund for
park operating and development costs.

Analysis

The Arizona State Parks Board is required to report at the end of each calendar quarter to the
Committee on the status of the development of Kartchner Caverns State Park.  The report must
include details of the actual and projected costs, quarterly expenditures and source of monies, and a
project development timetable.

Financial Summary
As of the quarter ending June 30, 2001, a total of $31,465,800 has been allocated to the park’s
development from 5 fund sources.  Of this amount, $2,781,600, or 9%, remains unobligated.  The
following table summarizes these amounts by fund source and percentage allocations:
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Kartchner Caverns Construction Development Funding
(As of June 30, 2001)

Fund Source Approved Amount Percent Unobligated Balance
General Fund $   3,500,000 11.1% $              0
Enhancement Fund 20,144,900 64.0% 2,223,200
Heritage Fund 5,174,500 16.4% 558,400
State Highway Fund 2,445,700 7.8% 0
National Recreational Trails Fund         200,700     0.6%                 0

TOTAL $31,465,800 0.0% $2,781,600

Environmental Conditions
In an effort to protect the caves during the recent fire season, the Cave Resource Manager asked the
U.S. Forest Service and the Arizona State Land Department to use only water, instead of fire
suppressing chemicals, to douse fires near and above the caves.  Additionally, a potential resort
development near the caves is being researched and examined for possible harmful effects on the
caves.

Project Timetable
A project timeline is required as a part of the quarterly updates on Kartchner development.  While
construction of the lower cave has ceased during the summer due to the return of the bats, crews are
expected to return to work after Labor Day when the bats migrate south for the winter months.  If the
bats do leave by the first week of September, as expected, the project will maintain a two month lead
and remain on pace for a scheduled November 2003 opening of the lower cave.

Crews have also been working on several other above-ground projects over the summer.  Additional
traffic control gates at the park entrance are being added to keep cars from entering the park prior to
its opening.  Larger day-use picnic shelters are also being added to accommodate the large number of
tour groups visiting the park.  The following timeline delineates target completion dates for projects
leading to a November 2003 opening.
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DATE: August 24, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Lorenzo Martinez, Senior Fiscal Analyst

SUBJECT: ARIZONA BOARD OF REGENTS/ARIZONA STATE UNIVERSITY – REPORT ON
ANALYSIS OF COSTS EFFECTIVENESS OF CERTIFICATES OF PARTICIPATION
VERSUS BOND FINANCING

Request

In compliance with a Committee request, Arizona State University is submitting its report on the cost
effectiveness of Certificates of Participation (COPs) versus bond financing.

Recommendation

This item is for information only and no Committee action is required.  While issuance costs and interest
rates for COP financing are typically higher than bond financing, the submitted report indicates that the
option to use COPs allows for the leveraging of a broader asset base to secure financing.

Current statutes require legislative authorization, review and approval before universities secure bond
financing, however, statutes do not require any legislative oversight before universities secure COP
financing.  The JLBC Staff recommends that the Arizona Board of Regents submit additional information
to the Committee on any established guidelines used for determining whether COP financing or bond
financing should be used.

Analysis

At the June 2000 meeting while reviewing several COP financed university projects, Committee members
raised questions about the differences between COP financing and bond financing.  The Committee
requested a report on the cost effectiveness of COPs versus bond financing.

The submitted report states that costs and interest rates for COP financing are usually higher than bond
financing.  Interest rates for COPs are typically higher by 10 to 25 basis points, or 0.1% to 0.25%.  On a
$10,000,000 issuance with a 20-year term, the added cost of 10 additional basis points equates to
approximately $140,000 over the 20-year term.  For 25 additional basis points, the added cost is
approximately $340,000 over the 20-year term.
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The report also notes that the ability to choose between COP and bond financing allows for the leveraging
of a broader asset base.  Under bond financing, a revenue stream such as tuition revenues or auxiliary
revenues are dedicated to paying off the bonds issued.  Under COP financing, also known as lease-
purchase financing, the repayment of the COPs is based on the commitment of the “borrower” to make
the scheduled payments on the COPs (the revenue source may or may not be identified).  In addition, the
COPs are secured by the asset being financed with the proceeds from the COP issuance.  If default on the
COP payments occurs, holders of the COPs take possession of the asset and any unspent proceeds from
the COP issuance.

While the security, or collateral, for securing COP or bond financing may differ, in many cases, the
revenue sources that make the COP or bond payments are the same.  From a legislative perspective, it
would be helpful to understand how the determination to use either bond or COP financing is made given
that issuance costs and interest rates for COP financing are higher than bond financing, and bond
financing requires legislative oversight, while COP financing does not.
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DATE: August 22, 2001

TO: Senator Ruth Solomon, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Lorenzo Martinez, Senior Fiscal Analyst

SUBJECT: ARIZONA BOARD OF REGENTS/ARIZONA STATE UNIVERSITY – REPORT ON
LEASE-PURCHASE PROJECTS

Request

Arizona State University (ASU) is submitting reports on a revised cost estimate for a residence hall bond
project and the issuance of Certificates of Participation (COPs) to finance the Expansion of the Memorial
Union, Expansion and Renovation of the Intercollegiate Athletics Building, Wells Fargo Arena Field
House Addition and Renovation, and Packard Stadium Clubhouse and Playing Field Renovations.

Recommendation

This item is for information only and no Committee action is required.  The residence hall bond project
cost has increased by $750,000 and will be covered with Residential Life Plant Fund Reserves.  The COP
issuances are estimated to total $68,937,000.  The debt service on the issuances will be funded from a
variety of sources.

Analysis

Residence Hall Bond Project
At its March 2000 meeting, the Committee approved the issuance of $15,000,000 in auxiliary revenue
bonds to construct a new 252-bed residential facility in the northern part of the ASU Main Campus and
residential additions that will provide 250 beds in the central part of the main campus.  While the bond
issuance will remain the same, the cost associated with the 252-bed facility has increased by $750,000 as
a result of having to reroute irrigation, electrical, and telecommunications lines that were not known to
exist on the construction site.

Residential Life Plant Fund Reserves (non-appropriated funds) will be used to cover the increased cost.
The total cost of $9,750,000 for the 252-bed facility will consist of $7,500,000 in auxiliary bond
financing and $2,250,000 from Residential Life Plant Fund Reserves.  The debt service on the bond
issuance and operating costs of the new beds will be funded from the Residential Life Plant Fund.  The
Residential Life Program is a self-supporting program.
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Lease-Purchase Projects
Current statutes do not require legislative approval or review of university projects financed with COPs,
also known as lease-purchase agreements.  In May 2000, the Arizona Board of Regents (ABOR) and the
universities agreed to a request that university lease-purchase projects approved by ABOR be submitted
to the Committee as informational items.  This request was made given that COP financed projects could
have direct General Fund operating impacts or indirect General Fund operating impacts as a result of
tuition revenue repaying the COPs rather than being available for operating budgets.

At its May 2001 meeting, ABOR approved the issuance of 25-year COPs for 4 projects.  Table 1 lists the
capital project costs and annual debt service for each project.

Table 1
ASU MAIN CAMPUS LEASE-PURCHASE PROJECTS

Capital Project Costs  Annual Debt Service

Tuition
Collections

Auxiliary/
Other Total

Tuition
Collections

Auxiliary/
Other Total

Memorial Union Expansion and
   Renovation $  9,327,700 $29,502,300 $38,830,000 $     695,375 $  2,199,375 $  2,894,750
Intercollegiate Athletics Building
   Expansion and Renovation --   19,107,000   19,107,000 --     1,423,900     1,423,900
Wells Fargo Arena Field House
   Addition and Renovation --     9,000,000     9,000,000 --        670,900        670,900
Packard Stadium Clubhouse and
   Playing Field Renovations --     2,000,000     2,000,000 --        149,100        149,100

TOTAL $  9,327,700 $59,609,300 $68,937,000 $     695,375 $  4,443,275 $  5,138,650

Table 2 shows the estimated operating costs for the facilities when they become available for occupancy.

Table 2

ASU MAIN CAMPUS LEASE-PURCHASE PROJECTS

Operating Costs (Presently Estimated)

General Fund
Auxiliary/

Other Total

Memorial Union Expansion and Renovation $   750,100 $423,400 $1,173,500
Intercollegiate Athletics Building Expansion and Renovation 335,600 -- 335,600
Wells Fargo Arena Field House Addition and Renovation 261,100 -- 261,100
Packard Stadium Clubhouse and Playing Field Renovations -- -- --

TOTAL $1,346,800 $423,400 $1,770,200

Memorial Union Expansion and Renovation
ASU plans to construct a new 4-level 154,400 gross square foot (GSF) building adjoining the existing
Memorial Union.  The expansion will address current space deficiencies and future space needs.  The
expansion will house retail, meeting, and office space, as well as a new bookstore.  The estimated COP
issuance is $38,830,000.  The information provided states that repayment of the COPs will be funded
from Auxiliary and Other University Sources.  It is unclear if the Other Sources component will have a
General Fund impact.  In addition, annual operating and maintenance costs are estimated to be $476,000
which will be funded from the General Fund and Auxiliary Funds.  Estimates from each fund source are
not provided.  Occupancy of the expansion is scheduled for FY 2004.  The submitted materials provide
more detail on the project.

(Continued)
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Intercollegiate Athletics (ICA) Building Expansion and Renovation
ASU plans to construct a 50,000 GSF addition to the ICA Building.  The addition will include space for a
weight room, football locker room, ticket purchase area, hall of fame space, athletic student theatre,
academic services area, stadium club/dining area, and other ancillary space.  Approximately 72,000
square feet of existing space will also be renovated.  The estimated COP issuance is $19,107,000.  The
debt service on the COPs will be funded from ICA (non-General Fund) revenues.  ASU requested
General Fund support for the FY 2002 and FY 2003 operation and maintenance costs of the facility.
Laws 2001, Chapter 235 contains triggered appropriations from the General Fund totaling $201,500 in
FY 2002 and $532,300 in FY 2003 for operating and maintenance costs for this facility and the Wells
Fargo Arena project that follows.  The submitted materials provide more detail on the project.

Wells Fargo Arena Field House Addition and Renovation
ASU plans to construct a 39,000 GSF Field House to provide gymnastic, volleyball and wrestling training
space.  In addition, the existing Wells Fargo Arena, which was originally built in 1974, will be renovated
to comply with Americans with Disabilities Act and code standards, upgrade concourse lighting, improve
circulation and wayfinding, enhance the aesthetic appearance, and expand concession and novelty space.
The estimated COP issuance is $9,000,000.  The debt service on the COPs will be funded from Athletic
Capital Fund Raising Campaign proceeds and Wells Fargo Bank Donor agreement (for naming rights).
ASU requested General Fund support for the FY 2003 operation and maintenance costs of the facility.
Laws 2001, Chapter 235 contains triggered appropriations from the General Fund totaling $532,300 in
FY 2003 for operation and maintenance costs for this facility and the ICA Building Expansion project
described above.  The submitted materials provide more detail on the project.

Packard Stadium Clubhouse and Playing Field Renovations
ASU plans to renovate 8,160 GSF at Packard Stadium.  The renovations include remodeling the
clubhouse, locker room, entrance and concourse areas, as well as extensive field improvements.  The
stadium was originally built in 1974.  The estimated COP issuance is $2,000,000.  The debt service on the
COPs will be funded from ICA Capital Fund Raising Campaign proceeds.  No additional operating and
maintenance costs are anticipated.
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